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_ Our Overriding Challenge 


By Philip D. Reed 


Chairman, Finance Committee, General Electric Co. 


Vo events in recent months, highlighted by two Russian Sputniks, have shocked us all 
out of any possible complacency about the state and strength of Western civilization. In 
their first, fast courses around the world, the Sputniks spread among our people new anxieties 
and, not unnaturally, some considerable confusion — confusion which our own Explorer and 


missile firings have not dispelled. 


The first general reaction to the Sputniks and their 
implications for Soviet power was shattering to our 
national faith in the perpetual supremacy of the United 
States and of western civilization. As people have 
sought to focus their new fears and new concerns, they 
have recognized particular challenges to education, to 
research and development, and to the organization of 


this nation has achieved over the years did not flow 
from any general disposition to turn to Washington 
for solutions to all great problems. Such a disposition 
suggests an abandonment, or at least a downgrading, 
of the values our people have historically held in high- 
est regard. Among these has been respect for free, 
decentralized approaches to public problems, accom- 


the defense effort. In these 
areas, at least, I sense a wide- 
spread conviction that “some- 
thing must be done.” And this 
is a most necessary conviction. 


However, I sense a further, 
far too-general belief, that in 
each of these particular areas 
and over-all as well, the task 
is so great and so challenging 
that only the Federal govern- 
ment can accomplish it. To 
many people, the task ahead 
appears so imposing that, in 
their view, full responsibility 
for meeting it must be handed 
to the Federal government. 


This aspect of public reac- 
tion to the Soviet challenge 
troubles me. The greatness 


This Issue In Brief 


First reaction to the Sputniks was shat- 
tering to national faith in the perpetual 
supremacy of the United States and of 
Western civilization. 

Americans, Mr. Reed observes, have 
recognized in the Sputniks’ wake particu- 
lar challenges to education, to research 
and development, and to the organization 
of the defense effort. 

But he senses a “far too-general belief” 
that in each of these areas and over-all as 
well, the task is so great and challenging 
that only the Federal government can ac- 
complish it. 

Sputniks’ challenge, he says, implies not 
that our job is just to pay for what Wash- 
ington needs paid for, but to join with the 
Federal government to do what we can as 
individuals and organizations. He is con- 
vinced that this is the only way the chal- 
lenge will be met to make America and 
the world a better, more secure place. 





panied by a general national 
willingness to exercise the 
thought and energy and self- 
discipline required to achieve 
the needed solutions. 


This is not to suggest, of 
course, that I think anything 
as awesome as recent Soviet 
achievements present purely 
local problems, wholly sus- 
ceptible to local solutions. To 
think this would be ridicu- 
lous. The common defense is, 
of course, a prime respon- 
sibility of the Federal govern- 
ment, and it is our defense, 
our national security, which is 
here involved. 


But does this mean that 
there’s nothing left for people 
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outside the government to do but pay the bill? Of 
course not! If ours were a socialist or communist 
nation, this would, I suppose, be the case. But happily 
it is not, and I pray it never will be. 


So Sputniks’ challenge implies not that our job is 
just to pay for what Washington needs paid for, but 
that it is to join with the Federal government to do 
what we, as individuals and as organizations, can and 
miust do to bring on target the full impact of our na- 
tional strength, initiative and resources, Only thus, I 
am convinced, can the job get done. 


The Sputniks’ Challenges 


This job transcends the particular challenges of 
Soviet successes — to education, to research, and to 
better organizing our defense. These must, of course, 
be met. But broader, greater issues are involved here 
too — because the Russians have challenged not just 
our national ability to fire off satellites or defend our 
land from military attack. They have challenged the 
ability of our whole free democratic system and our 
People’s Capitalism to provide the fastest, greatest 
progress for its people. 


First and foremost, the Sputniks have made it very 
clear to us — and, fortunately, in time — that we have 
a specific and important catch-up job to do in the 
missile and satellite areas. This we are now in the 
process of doing with characteristic vigor, and | have 
no doubt of the successful outcome. 


Second, they — the Sputniks — have sharply re- 
minded us that the organization, planning and admin- 
istration of our defense establishment is not all that it 
should be. Here again, with the spotlight of public 
interest and concern now so helpfully focused on this 
difficult and important area, I have no real doubt that 
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the months ahead will see organization changes in the 
Pentagon that will hearten us all, orient more effec- 
tively the efforts of our able and dedicated military 
people, and get much more mileage out of our de- 
fense expenditures. 


Third, the Sputniks have brought home to us with 
jolting clarity that we can afford no complacency in 
the areas of research and development, nor indeed in 
the whole broad field of education. Research and 
development are the indispensable companions of 


progress. 


But the Sputniks have given us a most healthy re- 
minder that in basic scientific research — the pushing 
back of the boundaries of man’s knowledge — scien- 
tists of other countries, friend and foe alike, are fully 
as capable as our own. And I submit we shall do well 
to encourage active cooperation, planning, discussion 
and exchange of results among the great scientists of 
the Free World. 


And finally, the shock of the Sputniks has engen- 
dered in us a strong urge to do many very expensive 
things in a very great hurry. We must, I suggest, pause 
and calmly examine this very natural urge against the 
background of our economic capabilities and our 
budget, remembering always that inflation can be no 
less deadly an enemy than Russia, and that a sound 
economy and stable currency must ever be accorded a 
priority second only to survival by those who love and 
would preserve America. 


The $64,000 Question 


Let me pause a moment and explore this point. 
Now, as so often happens in a nation’s history, we are 
tugged hard in opposite directions. It is clear that to 
spend huge additional sums for defense would be in- 
flationary, and the more so unless balanced by reduc- 
tions elsewhere in a Federal budget or unless matched 
by additional taxes. Neither of the latter seems likely. 


The problem would be less severe had not the 
dollar already depreciated 50% in less than 20 years, 
and were we not at this moment in the grip of the truly 
unparalleled power of the great national unions whose 
leaders appear determined to turn the wheel of infla- 
tion once again with excessive wage demands that can 
be met only by a further rise in prices. 


And yet, paradoxical as it may seem, at this mo- 
ment as I talk of inflation and the threat of more infla- 
tion, we are in the midst of a very real recession in 
which production and employment have fallen for a 
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number of months. No one knows how long this re- 
cession will last or how deep it will bite. 


Now the $64,000 question is whether the govern- 
ment should in addition to the easing of credit which 
the Federal Reserve is and has been doing, take some 
dramatic action at this point to encourage and stimu- 
late people to keep spending their money. A substan- 
tial tax reduction or a massive governmental spending 
program (or both) designed to put additional spend- 
able dollars quickly into the pockets of the people is 
being recommended by some. 


But it must be remembered that such a program 
would, in and of itself, be inflationary and should 
therefore be avoided unless and until it is demon- 
strably necessary to prevent the present recession from 
deepening into something very much worse. 


Watchful Waiting Advised 


No one is all-wise in this area. The responsibility 
for making the ultimate decision is a heavy one in- 
deed. But for what it is worth, it is my own view that 
it is unnecessary and would be unwise to give our 
economy a massive, inflationary shot in the arm at 
this time. In any event I counsel watchful waiting at 
least until late Summer or Fall, in the hope — and in 
my view, the expectation — that a bottoming out of 
our economic indices, heralding a resumption of the 
country’s growth, will by then have become evident. 
In the meantime the country should be encouraged, 
with widely publicized knowledge that the government 
is prepared to act vigorously if need be and that care- 
ful plans are being formulated to that end. 


But to return to my point about inflation — I simply 
wish to record the conviction that inflation, insidious, 
pauperizing inflation, is still and will continue to be 
our Public Enemy Number One. 


The challenge to improve education was widely and 
fully recognized in the wake of the Russian satellite 
launchings. Unfortunately, however, it has been widely 
seized upon as an excuse for abandoning our national 
tradition of decentralizing education to state, local and 
private initiative in favor of centralized, Federally- 
directed programs. 


For the nation or the Congress to abandon our 
national heritage in education policy would seem to 
me, in the words of the venerable union leader, John 
L. Lewis, to shoot the dog to get rid of the tick. 


By this time, most responsible people in industry 
are convinced that, both as individuals and as corpo- 


rate citizens, they have an obligation to help American 
education solve its growing problems. Their question 
these days is not “should we, or shouldn’t we?” but 
rather “how much and on what basis?” 


My own Company launched its first aid to educa- 
tion program a half century ago, and right now eight 
different programs are in operation. The total of di- 
rect aid by the Company and by the General Electric 
Educational and Charitable Fund now runs to about 
$1,500,000 a year. Three years ago the Fund 
launched what is known as our Corporate Alumnus 
Program under which any employee making a gift to 
his Alma Mater up to $2,000 in any year will have 
that gift matched by the General Electric Educational 
and Charitable Fund. During the first two years, 427 
colleges received more than $760,000, half of which 
came from our employees and half from the Fund. 


I mention this not as a salesman for General Elec- 
tric, but rather as an earnest advocate of such de- 
centralized solutions to the problems of education as 
such programs as ours and other companies’ reflect. 
There is room, of course, for great expansion in the 
scope of such business-supported programs, as well as 
in the planning and action of communities, states and 
the educational institutions themselves. I believe this 
is now taking place all across the country. And the 
results can and should be a sound demonstration of 
the fact that financial solutions to our educational 
problems need not imply Federalization, centrali- 
zation, huge funds from Washington, or any basic 
change in our historic approach to the job. 


Everyone Can Contribute 


I cannot conceive of anyone, in whatever circum- 
stances or role in life, who cannot make a construc- 
tive, needed contribution to the job we face. Indeed, 
anyone who will simply take the time and trouble to 
keep well-informed about local, national and interna- 
tional issues is contributing importantly to the coun- 
try’s welfare. Informed citizens produce informed 
opinion and I for one will rest the future of America 
on that single base. 


For businessmen, the job involves an honest re- 
appraisal of their aims and actions to determine how 
they line up with the high standards of public respon- 
sibility so vital to the success of our free system. Broad 
visitation between business and government people 
for better understanding of their respective, interde- 
pendent roles in our economy, is much to be desired. 
But the trek of businessmen to Washington in quest of 


19 








ome 


rm enen an semrest 


TAX REVIEW, MAY 1958 





special favors or protection against legitimate compe- 
tition is something else again. As a realist I expect 
there will always be some of it, but I would it could 
be a trickle rather than a trek. 


Farmers, I’m sure we agree, must have some form 
of protection against the uncontrollable vagaries of 
the weather and the economic hardship it may bring. 
But they have their job, too, to meet the broader 
challenge — the job of reexamining the real value to 
them and to the nation of undue dependence on sup- 
port programs which perpetuate the problem of moun- 
tainous surpluses, contribute to inflationary pressures 
in the economy, and create ill-will abroad. 


Meeting The Threat 


For teachers and educational administrators, the 
larger job demands that they give full value in return 
for the community’s greater efforts and outlays in be- 
half of education. Money alone, whether used for 
salaries or for bricks and mortar, won’t do the job, 
and the teacher whose eye is more on the ball of ten- 
ure than on inspired teaching is not measuring up to 
the job. Nor is the administrator who tolerates ineffec- 
tive, uneconomical management of his institution, or 
fails to organize its alumni to get their moral and 
financial support for better education. 


For union officials, the larger job demands a much- 
needed recognition of the fact that organized labor 
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has long since outgrown the struggling infant stage, 
and reached the point at which it must match its 
power with a sense of public responsibility. To my 
mind, there can be no reconciliation of the public in- 
terest with union policies which ignore the fact that the 
inflation from which we have been suffering, and 
which remains our number one domestic problem is, 
in fact, wage inflation. The same applies to union 
policies which adhere to the archaic notion that to re- 
sist improved technology is to protect jobs, and which 
hold that forcing individuals into unions against their 
will is somehow a justifiable American practice. 


For political officials, the larger challenge calls for 
new determination to support and vote for what is 
right and truly in the general interest rather than for 
what is merely conducive to reelection, That there is 
too often such a conflict of interest needs no elab- 
oration. 


For other people in other circumstances and other 
lines of work, there are other contributions to be 
made. A bit of individual self-scrutiny will turn them 
up for each of us. But to say that the Sputniks are the 
reason for it all, as I have perhaps implied, is to under- 
state the case. For what we all ought to get out and 
do to meet the Russian threat is what we should all be 
doing anyway. The job at hand is that of making 
America and the world a better, more secure place in 
which all may lead ever more rewarding lives. 


So let’s get on with the job. 
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